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exchange rate fluctuations would destabilize the growth of the economy and precisely for exports and imports due to price differences. Therefore, the scenario is not ideal for the economies that have underdeveloped financial and capital markets (Kose et al., 2010) .
The concept of currency depreciation and its impact on exports has been widely discussed in the context that most of the developing and emerging economies of Asia, Africa and South America had gone through trade imbalances over the years. Consequently, this trend motivates these economies to opt for currency depreciation with annexation of the Real Effective Exchange Rate (REER) reform. This reform had been introduced to stabilize the deteriorating trade parameters and with an initiative to improve the trade performance .
However, the theoretical and empirically evidences from various studies exhibit an ambiguity on exchange rate role for exports (Fang and Miller, 2007) . This ambiguity arises due to various factors including implications of different exchange rate regimes (Liu et al., 2017) . However, here we are interested in exploring the customary association between currency depreciation and exports specifically in the context of South Asia.
Currency Depreciation and Exports: A Recent South Asian Context
In order to develop a regional insight, we have extracted some recent figures from the South Asian Economic Focus Spring Report (2019) . According to the report, the South Asian region was the fastest growing region with 7.2 percent growth in 2017 and 6.9 percent in 2013. Yet the region requires to enhance its exports in order to endure the extraordinary progress attaining its complete economic potential. Further, with roust growth prospects, the anticipated growth of the region were expected to enhance up to 7 percent in 2019. The region exhibited 7.1 percent of growth over the last two years showing an improvement in the progress of the region. Additionally, there was also enhancement in domestic demand between 2015 and 2018 with 8.4 percent per year while the exports of South Asia propagated only by an average of 3.2 percent. Consequently, the imports of the region grew faster than exports in order to fill the demand and supply gaps. Meanwhile, the gap between exports and imports had been reversed in the third and fourth quarter of 2018. Consequently, these inconsistencies in trade triggered depreciation, capital outflows; surge in swap spreads in compliance with deteriorating stock values. The assertive role of depreciation for exports had been questioned in the region.
On the whole, it is concluded that the growth of South Asia highly relies on the domestic demand which in turn amplifies imports outdoing improved rate of exports. This in turn expected to widen trade gaps (Hanif, 2018) and current account deficits (Sahoo and Dash, 2016) eliciting currency depreciation in South Asian economies. In this respect, South Asian countries are required to strive more to integrate into global markets (Mahmood and Ahmed, 2017) in order maintain its ascending progress trajectory. It is also propagated that this would not also create more employment in these economies (Brooks and Go, 2012) yet also up lift the well-being of people (Artuc et al., 2019) .
The effectiveness of exchange rate for exports is a subject of intense debate specifically in developing and emerging economies of South Asia. This could be the reason several studies have been done to empirically test the theoretical inferences of the exchange rate and this paper embodies an additional input in this deliberation. The study personifies the implication of currency depreciation on exports of selected economies from South Asian Association for Regional Cooperation (SAARC). It employs a panel data investigation of 4 economies (Bangladesh, India, Pakistan, and Sri Lanka) with rational share in regional exports for the time span of 1981-2017. Precisely, the fundamental spat is to probe the node of exports and exchange specifically depreciation in consonance with other relevant macroeconomic variables to deliver the desired export function for trade promotion.
The rest of the study undertakes a section with brief appraisal of allied literature while the third segment explains methodology. The subsequent section presents the empirical estimates with brief economic interpretations while conclusion and recommended policies are elaborated at the completion the paper. © 2020 AESS Publications. All Rights Reserved.
LITERATURE REVIEW
This segment analyzes a few distinguished yet related studies to figure out the direction of literature and to associate it with this study. Considering the studies of fixed exchange rate regime, Thuy and Thuy (2019) investigated exchange rate vacillations and exports of the emerging economy of Vietnam. The authors employed the quarterly data from 2000Q1 to 2014Q4 and applied the Auto Regressive Distributed Lag (ARDL) bound testing method. Furthermore, the demand function of exports had been estimated through considering foreign remuneration and depreciation. The results of the study revealed that currency depreciation indirectly affected the exports of Vietnam in short run; however the relationship had been reversed in the long run. The authors argued that findings of the study recommended adopting policy measures for managing exchange rate system to enhance the exports of Vietnam. In a related study, Kurtovic et al. (2017) intended to reconnoiter REER and trade of Albania. The author collected the quarterly data for the period of 1994-2014 and employed ARDL bound testing co-integration; Vector Error Correction Model (VECM); and Impulse Response Function for the estimation purposes. The empirical findings showed co-integration between the trade balance and REER depreciation.
Precisely, REER depreciation directly affected the trade balance (long spans and short spans) showing the weak incidence between exports and currency depreciation. This outcome was in line the panel study of Bahmani-Oskooee and Kara (2003) . The authors also determined a direct impact of currency depreciation on exports of industrial countries through the error corrections of demand functions separating imports and exports. However, the authors concluded that the outcomes of exchange rates vary from country to country and thus specific outcomes could not be provided. Malik et al. (2016) recapitulated the recent theory of international trade to relate the exchange rate with exports of Pakistan employing annual series. The study applied Simultaneous Structural Model (SSM) for the period 1980-2010 including imports and foreign direct investment (FDI). The empirical findings indicated the significant and direct link between the currency depreciation and exports. The results implied that exchange rates were effective to improve exports. The study stressed to focus on export-promotion policies through currency depreciation that would ultimately enhance the exports profit. In a supplementary study for Pakistan, Atif et al.
(2017) contemplated same results and declared currency depreciation as a stimulating element for agricultural exports in Pakistan. Alege and Osabuohien (2015) explored the nexus between trade and exchange rate in sub-Sahara African economies in the context of partial equilibrium analysis for the time period of 1980-2008. The authors developed separate models for both exports and imports in consonance with same independent variables-exchange rate, stock of capital, real GDP and technology. The findings of the panel co-integration revealed that imports and exports of the economies in Africa were inelastic to exchange rate modifications. Nevertheless, exchange rate management would remain a critical element to ensure its part in facilitating trade in sub-Sahara region. These findings were in consistent with the study of Hooy et al. (2015) . Mukhtar and Malik (2010) selected South Asian economies (India, Pakistan and Sri Lanka) in order to ascertain the strength of exchange rate-exports. The study fused separate models of the long span method (co-integration)
with the short span model of Vector Error Correction Model (VECM). The authors made a panel for the time period of 1960-2007. The results of the forecasting model indicated the presence of a distinctive co-integration association between export prices (relative), exports (real), economic movements (foreign) volatilities in value of currency. Despite the momentous negative impressions for exports, real exchange rate depreciation would improve terms of trade. The study suggested boosting up exports through a real and stable value of currency. Fang and Miller (2007) revisited the feeble association of currency depreciation with exports for the economy of Singapore. The authors employed a Generalized Autoregressive Conditional Heteroskedasticity in-Mean (GARCH-M) bivariate model to simultaneously incorporate the trend risks. The empirical evidence of the forecasting model predicted that currency depreciation would have no significant impact to improve the exports. On the whole, the study recommended the think tanks in Singapore to stabilize the exchange rate rather than promoting currency depreciation specifically to enhance the export-led growth. Ndlela and Ndlela (2002) found associated findings taking 8 economies of South Africa.
Turning to the studies of pegged exchange rate arrangements, Vo and Zhang (2019) examined 10 subsectors of manufacturing sector during the time span of 2000-2015. The authors considered the supplementary potential elements of exports such as financial crisis, participation in World Trade Organization (WTO) and exporting country's geographic structure. The findings of the study confirmed that devaluation of currency in Vietnam had appeared to improve exports in short spans; however, spontaneity in value of currency showed adverse outcomes in longer spans. Oluyemi and Isaac (2017) examined the monthly data of exchange rate and trade for the period of 1996-201 using tri-variate Vector Auto-regression (VAR) model. The empirical results of the model elaborated insignificant outcomes of currency depreciation on exports and imports in Nigeria. However, the estimates of impulse response function found to be significant that exchange rates responded positively to imports and negatively to exports. The authors suggested introducing cautious plans to target the diversifying foreign income flows and hence devalued currency measure has been prescribed as a remedy. However, Genemo (2017) found inconsistent results and concluded that currency depreciation would worsen the trade in African countries.
On the contrary side, Raza et al. (2013) performed a comprehensive analysis aimed to study the depreciation outcome on the trade stabilities of South Asian economies considering the Marshal-Lerner Model (MLM) and Jcurve. The authors used textual exploration of the available data to make forecasts for South Asian countries. The study estimated various regression models and concluded that results vary substantially from country to country demanding a comprehensive investigation. Predominantly, the study supported and confirmed MLM which showed that devaluation of currency in South Asian economies was not supposed to improve balance of trade.
In a comparative study, Qureshi and Tsangarides (2015) Considering the traditional perspective on nexus between currency depreciation and exports, Wilson and Takacs (1979) and Junz and Rhomberg (1973) supported the beneficial outcomes through currency deterioration (fixed regime) to facilitate exports for advanced countries. The outcomes of these were not consistent with the findings of Wilson and Tat (2001) ; Abeysinghe and Yeok (1998) ; Athukorala and Menon (1994) and Athukorala (1991) .
A comprehensive evaluation of hypothetical and empirical studies has outlined the fact that the currency depreciation-exports nexus is multi-faceted. In this regard, it is evident that there is no clarity regarding the positive or negative and even significant connotations between currency depreciation and exports of an economy.
There is also a contradiction between traditional economic arguments suggesting perfect markets with the empirical evidences showing exchange-rate misalignments on trade flows and specifically on exports. The association between currency depreciation and exports is yet a wide policy debate in recent times.
METHODOLOGY

Data Source
This study implies panel dataset for the period of 1981 to 2017of four selected countries (Pakistan, India, Sri Lanka, and Bangladesh). The dataset has been obtained from World Development Indicators (WDI) and International © 2020 AESS Publications. All Rights Reserved.
Financial Statistics (IFS) . Table 1 provides a quick glimpse of abbreviations, unit of measurement and referred studies of the selected variables of the model. 
Research Estimation Technique
While considering panel data framework, this research has been performed due to several advantages which improve efficiency of estimated outcomes. Using diverse knowledge and increase comprehensiveness of the analysis panel data incorporates effects of time series data along with cross section (Baltagi, 2013 (Pesaran and Smith, 1995; Pesaran et al., 1997; 1999) . It should be notified that dynamic GMM estimator is applicable only in case of N>T. The FE (1) estimation with heterogeneous slope coefficient are considered better in empirical research because it is more consistent authentic with economic realities (Coakley et al., 2006; Eberhardt and Teal, 2011; Fazli and Abbasi, 2018 
Here;
It is more appropriate to estimate model with re-parameterization of Equation 3. It is structured co-integration DMG obtaining both long-run and short-run estimates. The choice between DMG models i.e Average Mean Group (AMG) or Pooled Mean Group (PMG) has been done by Hausman test.
The PMG estimation assumes that error terms are independent yet not serially correlated with explanatory variables (exogenous). The second imperative assumption of PGM is the presences of long-term association between variables (endogenous and exogenous). The third assumption of PGM is that parameters of long run are same across different cross section however it may not be same in short-run. The PGM estimator is also flexible which permits homogeneity in long-run coefficient over each subgroup of countries or variables. Therefore, through this producer of estimation, the conventional problems of estimation can be resolved.
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Equation 4 shows general model of ARDL-PMG where; is speed of adjustment parameters which is expected to be negative. As mentioned above that PGM estimator assumes homogeneity in the coefficient of long-run estimates which must be same across countries and group whereas; coefficients of short run estimates are allowed vary across group or countries.
The error correction from of PMG is estimated as follow:
(5)
Equation 5 shows error correction from of PMG where; parameter is the error term which shows speed of adjustment. If no long run relationship would be proved. This error term should be negative and significant due to prior assumption which shows that variables will be converged towards equilibrium in long-run whereas; the vector contain the long-run association among variables. (Afonso and Rault, 2008) . Additionally, we have also provided the results of three other panel unit root tests for expedite comparisons. These include (Levin et al., 2002) Augmented Dickey Fuller and Peseran tests that are hereafter referred as LLC, ADF and PP test respectively. (Kao, 1999; Fazli and Abbasi, 2018) . The Table 5 shows result of Kao test. It is clear from the estimates in the table that the null hypothesis is rejected at 1 percent which endorses long-term affiliation between variables. Thus, co-integration among variables is sufficient avoiding likelihood of false regression. The acceptance of alternative hypothesis in Table 6 also allows to employ the PMG-ARDL technique (Fazli and Abbasi, 2018) . ARDL(4, 5, 5, 5) ARDL(3, 5, 5, 5) ARDL(2, 5, 5, 5) ARDL(1, 1, 1, 1) ARDL(1, 5, 5, 5) ARDL(2, 1, 1, 1) ARDL(4, 1, 1, 1) ARDL(1, 2, 2, 2) ARDL(3, 1, 1, 1) ARDL(4, 2, 2, 2) ARDL(2, 2, 2, 2) ARDL(3, 2, 2, 2) ARDL(1, 3, 3, 3) ARDL(2, 4, 4, 4) ARDL(4, 4, 4, 4) ARDL(2, 3, 3, 3) ARDL(4, 3, 3, 3) ARDL(3, 3, 3, 3) ARDL (1, 4, 4, 4) ARDL (3, 4, 4, 4) Akaike Information Criteria While selecting appropriate maximum lag lengths with automatic selection under Akaike Information Criteria (AIC), we have estimated ARDL Model for long and short run estimates. Eilat and Einav (2004) contended that exchange rate volatility does not matter more for exports and economic growth in developing countries where political jeopardy was more imperative than international competencies. In the contract, an appreciation of currency value may adversely effects the competitiveness of South Asian countries in the global markets. Due to currency depreciation, domestic demand will compress and other regulatory measures may fail to restrict imports. The inelastic nature of exports is also another main reason of that increasing value of currency has not significant impact on exports for South Asian countries. Positive and significant association has been proved in this study which proves that one percent increase in gross capital formation resulted in 1.33 percent increase in exports. Capital formation is considered as capital stock and used as a proxy of domestic investment.
FINDINGS OF PANEL ESTIMATES
Production can be enhanced through capital formation which further increases production of export goods. The study also proves negative but significant impact of inflation on exports in long run, one percent increase in inflation contributes -0.11 percent decline in exports (Gylfason, 1997) . Higher inflation increases cost of production which leads to decline in production of goods (Ahmed et al., 2013) . An increase in prices also create volatility in term of trade that also discourages exports of primary goods (Ijaz et al., 2014) . 
CONCLUSION
The study had accompanied the existing literature through incorporating the dynamics between currency depreciation and exports of South Asian economies. The study has investigated the nexus between currency depreciation and exports using the panel data for the period of 1981-2017. The dynamics of the core variables has 
